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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUN
TANTS
Committee on federal taxation

Tax committee comments and recommendations Comments on S. 3390 to amend Section 333 of
the Internal revenue code of 1954 to bring
up to December 31, 1962 the cutoff point for
stock and securities acquired by the liqui
dating corporation. September 12, 1966.
New York, American institute of certified
public accountants. 2 mimeo. pages.

TAX COMMITTEE COMMENTS AND RECOMMENDATIONS

Comments on S. 3390
To Amend Section 333 of the Internal Revenue Code of 1954
to Bring Up to December 31, 1962 the Cutoff Point for Stock and
Securities Acquired by the Liquidating dorporation

Part of a Special Series Published by

The American Institute of Certified Public Accountants

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
615 S FLOWER ST.
LOS ANGELES, CALIF
DONALD T

BURNS

General

Chairman

COMMITTEE ON FEDERAL Taxation

September 12, 1966

The Honorable Russell B. Long
Chairman, Committee on Finance
United States Senate
217 New Senate Office Building
Washington, D.C.
Dear Senator Long:

On May 23, 1966 Senator Warren G. Magnuson intro
duced S. 3390 to amend Section 333 of the Internal Revenue
Code of 1954 to bring up to December 31, 1962 the cutoff
point for stock and securities acquired by the liquidating
corporation. The committee on federal taxation of the
American Institute of Certified Public Accountants wishes
to express its general support for Senator Magnuson’s
proposal, with the modification suggested below.

In June 1965, our committee submitted to the Com
mittee on Ways and Means of the House of Representatives a
series of recommendations for amendments to the Internal
Revenue Code. Among these was a recommendation (number 35,
page 40) that the cutoff date with respect to the acquisi
tion of stock or securities distributed by a corporation
liquidating under Section 333 should be changed to a date
five years prior to the date on which the corporation adopts
its plan of liquidation. The reason for our recommendation
was stated as follows:

In determining the amount of realized
gain that is to be recognized by a shareholder
in a Section 333 liquidation, present law
provides that realized gain may be recognized
to the extent that the shareholder receives
money or stock or securities acquired by the
liquidating corporation after December 31, 1953.
Originally, this cutoff date was necessary
in order to prevent the investment of cash in
stock or securities in anticipation of a liquida
tion under Section 333. The date is now
unrealistic.

The Honorable Russell B. Long
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We believe that a statutory five year cutoff, rather
than a specific cutoff date, is preferable since it would be
more likely to be a permanent solution to the problem. Further
more, to avoid confusion as to the exact date of adoption
of a plan of liquidation, we suggest that the "cutoff" date
be specified as December 31 of the fifth taxable year preceding
the year of liquidation.
We would be pleased to provide any amplification of
these remarks which you may require.
Sincerely,

Donald T. Burns, General Chairman
Committee on Federal Taxation

CC:

Members of the Committee on Finance
Mr. Thomas Vail, Chief Counsel

